role in investment in China. To increase and protect their market share, MNEs usually make effective use of IPR; this simple observation would seem to explain why MNEs devote so much time and energy to assembling patent portfolios in China.
However, as pointed out by Branstetter et al. (2006) , the empirical evidence for a correlation between IPR and FDI is less clear. Several studies have analyzed the effects of IPR on FDI.
3 In a recent report, Branstetter et al. (2006) analyzed a firm-level data set of US MNEs that had invested in 12 countries and reported that MNEs respond to stronger IPR protections by increasing patent activities in countries that institute IPR reforms. However, this work did not directly analyze the impact of FDI on patenting behavior.
Some recent studies have focused on the remarkable expansion of overseas R&D undertaken by MNEs in recent years. Iwasa and Odagiri (2004) investigated two types of R&D conducted in the US by Japanese MNEs: research-oriented ('Type-R') R&D, and local-support-oriented or adaptive ('Type-S') R&D. The former refers to efforts to acquire and utilize advanced knowledge from overseas sites that would otherwise be unavailable in the home country, while the latter describes the process of adapting a company's existing technologies and products to the local conditions of the host country. This distinction between two types of overseas R&D has also been discussed by other studies, including Kuemmerle (1999), Granstrand (1999) , Pearce (1999) , and Le Bas and Sierra (2002). Using estimates for knowledge production functions, Iwasa and Odagiri found that the contribution of domestic and overseas R&D to inventions -as measured by the numbers of patents granted by the US Patent and Trademark Office (USPTO) -was highly significant, especially for firms conducting Type-R research.
In contrast, we might expect that overseas R&D in China, which is a less developed country than the US, would be focused on adaptive R&D efforts to enhance local sales by meeting local needs. However, Iwasa and Odagiri also reported that the proportion of inventions by Japanese firms operating abroad was small, even for those that had subsidiaries in the US. Most patent applications submitted to the USPTO were based on innovations developed entirely by parent companies in Japan, not by subsidiaries in the US.
Meanwhile, Chinese IPR laws -and methods of enforcing them -have been evolving with developments in trade, especially in patent-sensitive industries (Plasmans and Tan, 2004) . The conventional wisdom regarding trade policy has been to assume that the degree of maturity of IPR laws and enforcement has significant impact on international trade
